REPORT 

OF  THE 

COMMITTEE  ON  BANKS, 

RELATIVE 

io  restraining  the  circulation  of  notes  under  the  denomination  of  five  dollars  , 
as  are  not  authorized  by  laws  of  this  State. 


READ  in  the  House  of  Representatives  Feb.  25th  1828. 


Mr.  Snyder,  from  the  committee  on  banks,  to  whom  was  refer¬ 
red  the  resolution  ‘‘to  enquire  into  the  expediency  of  bringing  in  a 
bill,  to  restrain  the  circulation  of  all  such  bank  notes  or  those  in 
the  nature  of  bank  notes  under  the  denomination  of  five  dollars 
as  are  not  au-thorized  by  the  laws  of  this  state,”  report: 

That  they  have  given  the  subject  that  attention  which  its  great 
importance  to  the  public  demands,  and  herewith  submit  some  of 
the  reasons  that  have  actuated  them  in  recommending  the  adoption 
of  the  measures,  contemplated  by  the  resolution  to  its  fullest  ex¬ 
tent.  1  here  is  no  subject  that  more  immediately  concerns  the 
public  at  large,  or  in  which  they  are  more  deeply  interested,  than 
that  of  maintaining  a  sound  currency  and  whatever  has  a  tendency 
to  impair  or  depreciate  the  circulating  medium,  or  to  substitute  a 
fictitious  representation  of  the  metalic  currency,  is  destructive  to 
the  interest  and  welfare  of  the  community,  and  ought  promptly  to 
be  met  by  the  legislative  authority  of  the  country  and  an  immedi¬ 
ate  remedy  applied  to  the  evil,  lest  by  delay  it  may  gain  such  an 
ascendancy  as  to  baffle  the  exertions  of  the  government  and  be 
productive  of  incalculable  injury  before  an  adequate  remedy  can 
be  applied.  All  experience  in  this  as  well  as  in  other  countries  has 
demonstrated  the  fatal  consequences  of  a  depreciated  currency. 
Your  committee  would  not  recapitulate  the  distress  and  ruin  that 
has  been  brought  upon  our  own  citizens  by  it  in  times  previous! 
they  are  but  too  well  known,  and  a  recollection  of  them  should  in¬ 
duce  the  representatives  ol  the  people  to  keep  a  watchful  eye  upon 
this  subject,  and  promptly  check  whatever  may  have  a  tendency  to 
pioduce  a  recurrence  of  those  evils.  The  immense  quantity  and 
indefinite  circulation  of  notes  throughout  the  commonwealth  of  a 
less  denomination  than  five  dollars,  issued  by  foreign  monied  in¬ 
stitutions  and  by  corporations  and  private  individuals  of  this  state, 
is  universally  complained  of,  and  threatens  to  debase  the  whole 
paper  currency,  and  may  ultimately  produce  the  most  disastrous 
consequences;  the  excessive  issue  of  this  description  of  paper  and 
its  extensive  circulation,  has  the  effect  ofdrivine;  the  specie  out  of 


the  country,  and  m  many  parts  of  the  state,  has  nearly  superseded 
the  specie  currency,  and  instead  of  the  people  having  the  benefit  oi 
it  for  their  ordinary  purposes,  this  debased  substitute  has  been  for* 
ced  upon  them  by  a  systematic  plan  of  those  foreign  insiitutions, 
through  their  agents  and  other  interested  individuals,  and  in  pro¬ 
portion  to  the  extent  of  their  issues  has  the  specie  been  withdrawn. 
This  has  been  followed  up  by  the  circulation  of  a  considerable  quan¬ 
tity  of  the  same  species  of  paper  by  private  individuals  of  this  state, 
equally  disreputable  to  the  government  and  injurious  to  the  public, 
the  amount  ot  which  is  rapidly  increasing.  The  issnes  being  uncon¬ 
trolled  by  any  consideration  but  that  of  their  own  profits,  it  is  im 
possible  to  estimate  the  extent  of  the  mischief  that  may  ensue  an 
unchecked  circulation,  to  ensure  which  it  is  only  necessary  to 
grant  loans  for  a  specified  time  without  interest,  apian  well  under 
stood  by  the  issuers  and  eagerly  embraced  by  those  whose  interest 
it  is  to  speculate  upon  the  credit  thus  obtained  to  make  their  cash 
payments.  Instead  of  the  poor  man  being  paid  for  his  labor  in  mo¬ 
ney  he  is  compelled  to  receive  small  notes,  which  are  undoubtedly 
of  less  value  in  his  view  than  the  same  amount  would  be  in  silver. 
Whatever  may  be  the  cause  the  fact  is  undeniable,  that  the  people 
generally,  and  the  working  classes  in  particular,  attach  more  value 
to  specie  than  they  do  to  bank  paper  representing  the  same  amount, 
and  this  feeling  is  much  stronger  in  relation  to  small  notes,  which 
are  of  a  foreign  character  and  to  which  the  idea  of  security  and  va¬ 
lue  is  lessened,  particularly  when  it  is  considered  that  their  circu¬ 
lation  is  always  of  a  forced  kind,  and  scarcely  ever  received  wil¬ 
lingly;  people  are  anxious  to  ge*  rid  of  them,  and  are  often  indu¬ 
ced  to  make  purchases  of  articles  at  high  prices,  which  they  may 
not  want  for  the  purpose  of  putting  them  off,  and  thus  the  hard  ear¬ 
nings  of  the  poor  are  taxed  by  the  circulation  of  this  debased  cur¬ 
rency.  Experience  has  demonstrated  that  in  proportion  to  the  in¬ 
crease  of  the  circulating  medium  ot  the  country,  or  if  increased  by 
the  issue  ot  such  paper,  the  prices  of  the  necessaries  ot  life  are  rai¬ 
sed — not  in  consequence  of  a  scarcity  or  of  an  increased  demand, 
but  because  payment  is  to  be  recei  ved  in  a  depreciated  currency, 
and  the  burden  falls  upon  those  who  are  the  least  able  to  bear  it. 
The  facility  with  whic|i  frauds  are  committed  and  counterfeiters 
enabled  to  carry  on  their  practices,  is  greatly  augmented  by  the 
issue  and  circulation  of  small  notes;  they  are  of  such  various  deno¬ 
minations  that  the  most  intelligent  and  skillful  are  often  deceived 
and  imposed  upon:  they  are  circulated  through  the  country  where 
people  generally  are  unacquainted  with  the  genuine,  and  are  una¬ 
ble  to  distinguish  the  counterfeit  from  others  1  his  is  another  item 
to  be  added  to  the  catalogue  of  evils  arising  out  of  the  system,  and 
certainly  not  the  least,  as  the  sufierers  generally  are  the  poor  and 
unsuspecting.  It  may  be  said  that  the  same  reasoning  would  ap¬ 
ply  to  notes  of  a  larger  denomination,  and  no  doubt  it  does  to  a 
certain  extent;  but  it  should  be  recollected  that  they  are  more  lia¬ 
ble  to  scrutiny  becausejof  their  value.  Those  of  a  spurious  charac* 


re r  are  sooner  discovered  and  the  public  put  on  their  guard.  Not  so 
with  the  small  notes,  tor  they  often  circulate  for  a  length  of  time 
without  detection. 

It  may  be  inquired  how  this  species  of  paper  obtained  so  large 
a  circulation.  Your  committee  believe  that  the  cause  is  in  part  to 
be  attributed  to  the  banks  admitting  them  to  be  deposited,  thereby 
fixing  the  same  value  on  them  as  those  of  lawful  issues.  Their  mo¬ 
tives  for  so  doing  were  no  doubt  of  the  best  kind,  the  alleged  rea¬ 
sons  for  receiving  them  were  that  it  withdrew  the  notes  from  circu 
Jation  and  sent  them  back  to  the  bank  from  whence  they  had  is¬ 
sued;  but  this  it  appears  did  not  produce  the  effect  contemplated, 
for  notwithstanding  such  deposits  the  amount  in  circulation  was 
not  at  any  time  in  the  least,  diminished,  i  he  credit  thus  given  it 
is  reasonable  to  suppose,  served  to  increase  the  confidence  of  the 
public  in  them.  This  appears  evident  from  one  fact  known  to  all 
conversant  with  the  operations  of  the  hanking  system:  the  depre¬ 
ciated  and  sinking  credit  of  the  paper  of  any  bank  in  a  neighbor¬ 
ing  state  finds  an  easy  and  speedy  reverse  by  information,  that 
their  notes  will  be  received  on  deposit  in  any  bank  of  known  good 
credit  in  this  commonwealth  especially  at  Philadelphia,  whereby 
a  free  circulation  and  good  credit  is  obtained  as  are  given  to  those 
circulated  by  authority  of  our  own  laws,  and  these  perhaps  are 
some  of  the  reasons  why  the  act  of  the  last  session  of  the  Legisla¬ 
ture  has  been  (as  represented  by  petitions  from  various  parts  of  the 
commonwealth)  so  ineffectual.  Notes  of  five  dollars  and  upwards 
being  well  received,  the  confidence  of  the  public  is  not  much  im¬ 
paired  in  those  d fa  Jess  denomination,  and  though  they  cannot 
now  be  deposited,  there  are  but  few  who  will  refuse  torecive  them 
— thus  the  object  of  the  banks  in  the  first  place,  and  that  of  the  last 
Legislature,  have  utterly  failed  in  producing  the  desired  effect. 
The  continual  issues  and  reissues  of  such  paper  by  foreign  institu¬ 
tions,  and  circulated  among  us  by  means,  before  adverted  to,  have 
so  far  had  the  effect  to  counteiact  all  the  efforts  made  to  prevent 
their  circulation. 

Your  committee  submit  that  it  is  due  to  the  people  as  well  as 
die  banks  of  this  commonwealth,  to  eradicate  this  evil  by  carry¬ 
ing  into  effect,  and  establishing  the  policy,  which  for  nearly  twen¬ 
ty  years  has  governed  the  Legislature  of  this  state.  The  impor¬ 
tance  of  sustaining  a  specie  currency,  tor  the  ordinary  purposes 
of  the  community,  was  recognized  and  acted  on  as  early  as  the 
year  eighteen  hundred  and  nine,  by  an  act  passed  the  third  of 
March,  in  that  year,  authorising  the  Philadelphia  bank  to  establish 
branches.  It  was  provided  that  no  note  should  be  issued  at  any  of 
the  said  branches  of  less  value  than  five  dollars.  The  sane  prohi¬ 
bition  was  included  in  the  charter  of  the  Farmers  and  Mechanics’ 
bank  passed  at  the  same  session.  The  general  bank  bill  of  eigh¬ 
teen  hundred  and  fourteen,  and  twenty-iour,  also  contained  the 
same  interdiction.  Thus  we  find  from  eighteen  hundred  and  nine 
to  the  present  period,  the  Legislature  uniformly  and  steadily  pur¬ 
sued  the  same  course  of  policy,  and  enacted  what  was  supposed 
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adequate  for  the  purpose,  with  the  exception  of  a  short  period  du¬ 
ring  the  war  with  Great  Britain,  when  owing  to  the.  scarcity  of 
specie,  an  act  was  passed  authorizing  the  banks  to  issue  notes  of  a 
lower  denomination  than  five  dollars,  which  act  continued  in  force 
until  the  first  of  October,  eighteen  hundred  and  seventeen.  Your 
committee  would  refer  to  an  act  passed  the  22nd  of  March, 
eighteen  hundred  and  seventeen,  entitled  an  act  to  prevent  the 
making,  issuing  or  reissuing,  and  circulating  certain  description  of 
notes  and  tickets  in  the  nature  of  bank  notes  and  for  other  purpo¬ 
ses.  The  circumstances  that  gave  rise  to  the  passage  of  that  act  to 
prevent  the  circulation  of  notes  or  tickets  of  a  less  denomination 
than  one  dollar,  were  somewhat  similar  to  the  present,  in  regard'  to 
those  of  a  less  amount  than  five,  and  the  same  necessity  for  legis¬ 
lative  interference  do^s  appear  to  exist  at  present.  It  a  removal 
of  the  nuisan  ce  and  the  establishment  of  a  riietalic  and  safe  curren¬ 
cy  are  at  all  desirable,  for  this  issue  of  paper  money  has  not,  like 
the  prudent  regulations  ofinan,  any  counteracting  principle  within 
itself. 

The  report  of  the  Auditor  General,  made  at  the  present  session 
giving  the  statement  of  sundry  banks  of  this  state,  shows  there  is 
a  much  larger  amount  of  specie  in  their  coffers,  than  at  any  former 
period  since  their  establishment,  and  it  is  believed  a  sufficiency  to 
answer  all  the  purposes  required.  It  is  only  necessary  to  prohibit 
the  circulation  of  small  notes,  and  this  metalic  substitute  will  soon 
appear.  In  case  of  a  sudden  pressure  upon  the  banks,  it  will  be  a 
sure  guarantee  am]  protection  to  them,  and  a  call  for  specie,  would 
scarcely  ever  ailect  any  of  those  that  conduct  their  business  pro¬ 
perly,  when  supported  by  its  circulation  for  all  payments  under 
five  dollars.  They  are  upon  every  principle  of  justice  entitled  to 
this  protection,  some  of  them  have  paid  large  sums  into  the  treasu¬ 
ry  for  their  charters,  from  others  considerable  revenue  is  derived, 
and  in  proportion  to  the  circulation  of  their  paper,  is  "the  profits 
increased  and  the  state  benefited.  For  an  able  exposition  of  this 
subject,  your  committee  respectfully  refer  to  the  memorial  from 
the  banks  of  the  city  and  county  ot  Philadelphia^ 

Your  committee  abstain  from  entering  more  at  large  on  this  im¬ 
portant  topic,  from  a  consideration  that  the  propriety  of  legislative 
enactments  to  entourage  and  protect  a  specie  circulation  has  al¬ 
ways  been  admitted  to  be  true  state  policy.  The  only  inquiry  leff 
is,  can  the  proposed  measure  be  effected  without  prejudice  to  some 
citizens  of  this  community,  surrounded  as  we  are  by  six  states  of 
the  Uniqn,  four  of  which  by  their  laws  favor  the  issuing  of  small 
notes?  It  may  appear,  that  some  will  be  effected  by  the  operations 
of  the  contemplated  prohibition,  but  it  is  fondly  hoped,  no  serious 
opposition  will  be  made  to  a  measure,  so  much  calculated  to  ad¬ 
vance  the  interest  and  welfare  of  all,  especially  as  a  postponement 
will  most  probably  aggravate  the  difficulties  to  be  encountered  at 
a  future  period.  Several  petitions  have  been  referred  to  your 
committee,  praying  for  a  repeal  of  the  law  passed  at  the  last  ses¬ 
sion,  prohibiting  the  banks  from  receiving  on  deposit  any  notes  of 
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&.  less  denomination  than  five  dollars,  representing  the  said  act  as 
having  the  effect  to  increase  the  circulation  of  them.  Admitting 
it  to  be  an  inconvenience,  and  a  threatening  evil,  these  petitioners 
are  probably  some  of  those  who  owing  to  their  location  on  the  bor¬ 
ders  of  the  state,  may  believe  they  will  feel  a  slight  disadvantage 
from  an  entire  prohibition,  but  in  the  opinion  of  your  committee,  it 
is  an  imaginary  anticipated  one,  that  never  will  be  realized  while 
the  notes  of  the  adjoining  states,  of  the  value  of  five  dollars  and 
upwards  maintaining  a  good  credit,  are  v\  ell  received  and  freely 
circulated  among  us,  and  especially  when  we  take  into  considera¬ 
tion  the  extent  and  value  of  the  exportable  produce  of  the  state, 
there  can  be  no  doubt  of  its  ability  to  command  and  maintain  such 
a  portion  of  specie  as  may  be  necessary  for  the  purposes  of  inter¬ 
nal  currency. 

From  these  considerations,  your  committee  have  been  induced 
to  accompany  this  report  with  a  bill  embracing  such  provisions  as 
will  effect  the  object  contemplated  by  the  resolution,  and  asked  for 
by  the  petition  from  the  banks  of  the  city  and  county  of  Philadel¬ 
phia;  also,  for  the  purpose  of  affording  a  greater  facility  for  the  col  ¬ 
lection  of  small  notes  now  in  circulation,  to  suspend  until  it  shall 
take  effect,  the  operations  of  so  much  of  the  fifth  section  of  the 
act  passed  the  eleventh  of  April,  eighteen  hundred  and  twenty- se¬ 
ven,  entitled  an  act  to  establish  a  bank  in  the  county  of  Lebanon, 
and  for  other  purposes,  as  prohibited  any  bank  incorporated  by  this 
commonwealth  from  receiving  after  the  first  of  September  last, 
any  notes  of  banks  not  authorised  by  the  laws  of  this  state,  of  a 
lower  denomination  than  five  dollars.  All  of  which  is  respectfully 
submitted. 


AN  ACT  to  restrain  the  circulation  of  small  notes. 

Section  1.  Be  it  enacted  by  the  Senate  and  House  of  Representa 
lives  of  the  Commonweath  of  Pennsylvania  in  General  Assembly 
met,  and  it  is  hereby  enacted  by  the  authority  of  the  same,  That 
from  and  after  the  day  of  next, 

it  shall  not  be  lawful  for  any  person  or  persons,  or  body  corporate, 
with  the  intention  to  create  or  put  into  circulation,  or  continue  in 
circulation,  a  paper  circulating  medium,  to  issue,  circulate,  or  di¬ 
rectly  or  indirectly  cause  to  be  issued  or  circulated,  any  note,  bill, 
check,  ticket  or  paper,  purporting,  or  evidencing,  or  intending  to 
purport,  or  evidence,  that  any  sum  less  than  five  dollars,  will 
r>e  paid  to  the  order  of  any  person,  or  to  any  person  receiving  or 
holding  such  note,  bill,  check,  ticket,  or  paper,  or  to  the  bearer  of 
the  same,  or  that  it  will  be  received  in  payment  of  any  debt  or  de¬ 
mand,  and  that  from  and  after  the  said  day  of  *  next  , 

it  shall  not  be  lawful  for  any  person  or  persons,  or  body  corporate* 
*o  make,  issue  or  pay  away,  pass,  exchange  or  transfer,  or  offer  to 
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i-3sUe,  pay  away,  pass,  exchange  or  transfer,  or  cau»e  to  be  made, 
issued,  paid  away,  passed,  exchanged  or  transferred,  any  bank 
note,  bill,  ticket  or  paper,  purporting  to  be  a  bank  note,  or  of  the 
nature,  character  or  appearance  of  a  bank  note,  or  calculated  for 
circulation  as  a  bank  note,  of  any  less  denomination  than  five  dol- 

ars. 

Sect.  2  And  be  it  further  enacted  by  ihe  authority  aforesaid. 
That  any  and  every  person  and  persons,  and  body  corporate,  of¬ 
fending  against  any  of  the  provisions  of  the  first  section  of  this  act, 
shall  forfeit  and  pay  for  ary  such  offence  the  sum  of  five  dollars  to 
be  recovered  by  any  person  suing  for  the  same,  as  debts  of  like 
amount  are  by  law  recoverable,  one  half  for  his  own  use,  and  the 
otliei  half  for  the  use  of  the  overseers,  guardians  or  directors  of  the 
poor,  of  the  city,  county,  district  or  township,  within  which  such  ot 
fence  shall  have  been  committed. 

Sect.  3.  And  be  it  further  enacted  by  the  authority  aforesaid, 
That  no  such  note,  bill,  check,  ticket  or  paper,  mentioned  in  the 
first  section  of  this  act,  shall  be  held,  or  taken  to  be  void,  or  of  null 
effect,  by  reason  thereof,  and  all  suits  and  actions  may  be  brought 
and  sustained,  on  any  such  note,  bill,  check,  ticket,-  or  paper,  any 
thing  herein  contained  to  the  contrary  notwithstanding,  and  in  such 
suits  or  actions,  if  the  same  shall  be  determined  in  favour  of  the 
plaintiff,  judgment  shall  be  rendered  for  the  principal  kum  due  on 
such  note,  bill,  check,  ticket  or  paper,  together  with  interest  there 
on  at  the  rate  hereinafter  provided  for,  and  full  costs. 

Sect.  4.  And  be  it  further  enacted  bv  the  authority  aforesaid. 
That  the  drawer  and  acceptor  of  any  such  note,  bill,  check,  ticker 
or  paper,  and  every  person  or  body  corporate,  shall  indorse,  or  in 
any  way  put  his  or  their  name  upon  the  same,  shall  be  liable  to  pay 
to  any  holder  thereof,  together  with  the  principal  sum  expressed 
therein,  interest  thereon,  to  be  calculated  at,  and  after  the  rate  of 
twenty  per  cent,  per  annum  from  the  time  when  such  note,  bill, 
check,  ticket,  or  paper,  was  first  issued,  and  that  without  any  de¬ 
mand  upon  the  drawer  or  acceptor,  or  any  evkhixe  or  party  to  the 
same. 

Sect.  5.  And  be  it  further  enacted  by  the  authority  aforesaid, 
That  any  person  or  persons,  or  body  corporate,  who  shall  have  paid 
away,  passed,  exchanged  or  transferred  any  such  note,  bill,  check, 
ticket  or  paper,  shall  be  liable  to  any  holder  thereof,  and  shall  pay 
to  him  or  her,  together  with  the  principal  sum  expressed  therein, 
interest  thereon  to  be  calculated  at,  and  after  the  rate  of  twenty 
per  cent,  per  annum  from  the  time  when  such  note,  bill,  check, 
ticket  or  paper,  was  first  issued,  and  that  without  any  demand  on 
the  drawer  or  acceptor,  or  any  evi.4  *--ce  or  party  to  the  same. 

Sect.  6.  And  be  it  further  enacted  by  the  authority  aforesaid;. 
That  in  the  trial  or  hearing  of  any  suits  or  action  which  may  be 
brought  upon  any  such  note,  bill,  check,  ticket  or  paper,  if  the 
time  when  the  same  was  first  issued  shall  not  be  clearly  proved, 
then  the  same  shall  be  deemed  and  taken  to  have  been  first  issued 
one  year  before  the  bringing  of  such  suit  or  action,  and  interesf 
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shall  be  calculated  thereon  at  the  rate  of  twenty  per  cent,  accor¬ 
dingly. 

Sect.  r.  .And  be  it  further  enacted  by  the  authority  aforesaid, 
That  if  any  person  holding  any  office  under  the  constitution  or 
laws  of  this  commonwealth,  shall  make,  issue,  pay,  pass,  exchange 
or  transfer,  or  cause  to  be  made,  issued,  paid  away,  passed,  e.~ 
changed  or  transferred  any  such  note,  bill,  check,  ticket  or  paper, 
as  is  hereinbefore  described,  the  party  so  offending  shall  be  deem 
ed  guilty  of  a  misdemeanor  in  office. 

Sect.  8.  And  be  it  further  enacted  by  the  authority  aforesaid. 
That  so  much  of  the  fifth  section  of  the  act  passed  the  eleventh  of 
April,  eighteen  hundred  and  twenty-seven,  entitled  an  act  to  es¬ 
tablish  a  bank  in  the  county  of  Lebanon  and  for  other  purposes,  as 
prohibited  any  bank  incorporated  by  this  commonwealth,  trom  re¬ 
ceiving  after  the  first  of  September  last,  any  notes  of  banks  not 
authorised  by  the  laws  of  this  state,  of  a  lower  denomination  than 
five  dollars,  be  and  the  same  is  hereby  suspended  until  the 
day  of  next;  and  it  shall  be  the  duty  of  the  Secretary 

of  the  Commonwealth  to  cause  this  act  to  be  published  immediate* 
ly  after  its  passage  in  at  least  five  newspapers  in  this  state. 


* 


